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1997 WISCONSIN ACT 316

AN ACT to renumber and amend 551.21 (1), 551.31 (1m), 551.31 (2) (a), 551.32 (1)58),.34 (6) and 551.52 (1)
(b); to amend551.02 (2) (intro.), (a) and (b), 551.02 (7) (intro.), 551.02 (7) (a), 551.02 (7) (b), 551.02 (7) (c), 551.02
(7) (d), 551.02 (7) (€651.02 (12), subchapter Il (title) of chapter 551 [precedes 551.21], 551.22 (7), 551.23 (3) (in
tro.),551.23 (3) (a), 551.23 (3) (b), 551.23 (3) (c), 55183b) and (c), 551.23 (16), 551.23 (19) (a), 551.23 (19)
(b), 551.23 (19) (d), 551.25 (1), 551.25 (2) (intro.), 55125a), 551.25 (2) (b), 551.25 (2) (c), subchapter IlI (title)
of chapter 551 [precedes 551.31], 551.31 (title), 551.31 (2) (d), 551.32 (title), 551.32 (1) (a){BphR551.32
(3),551.32 (4), 551.33 (1), 551.33 (2), 551.33 (3), 551.33 (4), 551.34 (1) (b), 551.34 (1) (f), 551.34 (5), 551.44,
551.52(1) (a), 551.52 (2), 551.53 (1) (b), 551.55, 551.63 (1), (2) and (3), 551.64 (2) and &51.65 (1)p repeal
and recreate 551.31 (1), 551.31 (3), 551.31 (4) and 551.32 (5) and (6)tcarrédate 220.32,551.02 (49), 551.02
(4r), 551.02 (7) (ed) and (eh), 551.02 (7) (em), 551.02 (7m), 551.21 (1) (c), 551.29, 551.31 (3m), 551.31 (4m), 551.32
(2m),551.32 (8), 551.32 (9) (b), 551.33 (8) and 551.52 (1) (b) 2. of the statliisrg to: the regulation of invest
ment advisers and investment adviser representatives, the registration of securities, transfers of trust business within
bankholding company systems and granting rule—-making authority

The people of the state of Wisconsin, represented in (b) “Subsidiary” of a bank holding compameans

senate and assembly, do enact as follows: any other corporation or limited liability company of
whichvoting stock having a majority of the votes entitled

SecTioN 1e. 220.32 of the statutes is created to read: to be cast is owned, directlyr indirectly by the bank
220.32 Transfer of trust business within bank holdingcompany

holding company gioups. (1) DerINITIONS. In this see (c) “Trust business” includes self-declared trusts that

tion: areestablished and maintained &ygorporate fiduciary
(a) “Corporate fiduciary” means all of the following:  suchas common trust funds and group tfusids, and all
1. Atrust company bank, state bank with trust pow otheractivities in which a corporate fiduciary is acting as

ers,corporationor limited liability companythat is au afiduciary, as definedn s. 112.01 (1) (b), regardless of

thorizedunder the laws of this state to accept and executewhether or not a portion of these activities could be un

trusts. dertakerby an entity that is not authorized to accept and
2. A national bank or othdederally chartered finan executerusts in this state.

cial institution, if that bank or institution has its principal (2) TRANSFERTO SUCCESSOREIDUCIARY. If the board

placeof business in this state and is authorized by the ap of directors of a bank holding company adopgsolution

propriatefederal agency to accept and execute trusts. directingone of its subsidiariethat is a corporate fidu

* Section 9911, WiscoNsIN STATUTES 1995-96: Hiective date of acts. “Every act and every portion of an act enacted by the legislatu
the governotrs partial veto which does not expressly prescribe the time when it tatssbill take ééct on the day after its date of publicati
asdesignated” by the secretary of state [the date of publication may not be more than 10 working days after the date of enactment].
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ciaryto succeed to all or part of the existing or future trust ~ SecTioN 5. 551.02 (7) (a) of thetatutes is amended
busines®f another of its subsidiaries that is a corporate to read:

fiduciary, the successor corporate fiduciary sbaliceed 551.02(7) (&) A bank, savingmstitution or trust

to the predecessor corporate fiduciamhe substitution ~ company;

shallbe efective on the date specified in the resolution SecTioN 6. 551.02 (7) (b) of thetatutes is amended
andno additional authorization is needed. The successorto read:

corporatefiduciary shall succeed to all capacities 551.02(7) (b) A lawyer accountant, engineer
whichthe predecessor corporate fiduciary had lztn teachemwhose performance of these services is solely in
ing with respect to theransferred trust business. If, or to cidentalto the practice of his or her profession;

the extent that, the resolution directs that one subsidiary ~ SecTtion 7. 551.02 (7) (c) of thetatutes is amended
shallsucceed to future trust businegsaanother subsid to read:

iary of the same bank holding compatiye successor 551.02(7) (c) A broker—dealer or agent whgser
shallbe considered to be named as fiduciary invait- formanceof theseservices is solely incidental to the eon
ings that named the predecessor corporate fiduciary asductof his or her business as a broker—dealer or agent and
trusteejncluding all wills, trusts, court orders and similar who receives no special compensation for them;

documentsand instruments. SecTioN 8. 551.02 (7) (d) of thetatutes is amended
SectTioN 1m. 551.02 (2) (intro.), (a) and (b) of the toread:

statutesare amended to read: 551.02(7) (d) A publisher of any bona fide newspa
551.02(2) (intro.) “Agent” means anyndividual per,news magazine or business or financial publication

otherthan a broker—dealer who represents a broker—deal with a regular and paid circulation opablisher of any

er or issuetin effecting or attempting to &dct transae securitiesadvisory newsletter with a regular and paié cir
tionsin securities. A partngofficer or director of a bro culationwhich does not provide advice to subscribers on
ker—dealeror issuey or a person occupying a similar their specific investment situatian;

statusor performing similafunctions, is an agent if he or SecTion 9. 551.02 (7) (e) of thetatutes is amended
sheis within this definition. “Agent” doesot include an  to read:

individual who represents an issuer_in doing any of the 551.02(7) (e) The investment board;. or

following: SecTioN 10. 551.02(7) (ed) and (eh) of the statutes
(a) Effecting transactions in a security exempted by arecreated to read:
s. 551.22; 551.02(7) (ed) A federal covered advisenless the

(b) Effecting transactions exempted by s. 551.23, federalcovered adviser is requiredtiecome licensed or
otherthan transactions exemptedder s. 551.23 (8) (g), qualify for an exclusion or exemption from licensure
(10) or (19) in which the individual receives a comimis ders. 551.32 (1m) (c).

sionor other remuneratiodirectly or indirectly for solie (eh) A person who is excluded from the definition of
iting or selling to any person in this state; or “investmentadviser” under section 202 (alljbof theln-
SecTioN 2. 551.02(49) of the statutes is created to vestmentAdvisers Act of 1940.
read: SecTioN 11. 551.02 (7) (em) of the statutes is created
551.02(4g) “Federal covered adviser’ meanper toread:
sonwho is registered under section 203 of the Investment  551.02(7) (em) An investment adviser representa
AdvisersAct of 1940. tive.
SecTion 3. 551.02 (4r) of the statutes is created to SecTioN 12. 551.02 (7m) of the statutes is created
read: read:

551.02(4r) “Federal covered security” means any 551.02(7m) (a) “Investment adviser representative”
securitythat is a covered security under section 18 (b) of meansany of the following, unless excluded unger
the Securities Act of 1933 or regulations promulgated un (b):

derthat act. 1. A supervised person, as defined by the division by
SectioN 4. 551.02 (7) (intro.) of the statutes is rule, of an investment adviser or a fede@leredadvis
amendedo read: er, unless one of the following applies:
551.02(7) (intro.) “Investment adviser” means any a. Not more than a percentage, specified by the divi

persorwho, for compensation, engages in the business ofsion by rule, of the clients of the supervised person are
advisingothers, either directly or througtublications, naturalpersons who are not excepfsatsons, as defined
writings or electronic means, as to the value of securities by the division by rule.

or as to the advisability afvesting in, purchasing or sel b. The supervised person does not, on a regaksis,

ling securities, or who, for compensation and as a part ofsolicit, meet with or otherwise communicate with clients
aregular business, issues or promulgates analyses or reof the investment adviser or federal covered adviser
ports concerning securities. “Investment advisddes c. Thesupervised person provides only impersonal
notinclude any of the following investmentdvice, as defined by the division by rule.
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2. A 3rd—party solicitaras defined by the divisidoy
rule.

(b) “Investment adviser representative” does net in
cludeany person excluded by the division by rule@sr
der.

SecTioN 13. 551.02 (12) of the statutes is amended
to read:

551.02(12) “SecuritiesactAct of 1933”, “securities
exchangeaectSecurities Exchange Aof 1934”,“invest
mentcompany-actnvestment Compan#ct of 19407,

“investmentadvisers-acinvestment Advisers Acof
1940” and “internal-revenue—codénternal Revenue

Code¢ mean the federal statutes of those names as

amendedn January 11970998 including such later
amendmentas the division determines are not inconsis
tentwith the purpose of this chapter

SecTioN 14. Subchapter Il (title) of chapter 551 [pre
cedesh51.21] of the statutes is amended to read:

CHAPTER 551
SUBCHAPTER Il
REGISTRAION OF AND
NOTICE FILING PROCEDURES;
SECURITIES

SectioN 15. 551.21 (1) of the statutes is renumbered
551.21(1) (intro.) and amended to read:

551.21(1) (intro.) It is unlawful for any person to-of
fer or sell any security in this state unlesatiteast one
of the following conditions is met:

(a) _The securityis registered under this chapter or
the

(b) Thesecurity or transaction is exempted unsler
551.22 or 551.23.

SecTioN 16. 551.21 (1) (c)of the statutes is created
to read:

551.21(1) (c) The security is a federal covered secu
rity.

SecTioN 17. 551.22 (7) of the statutes is amentizd
read:

551.227) Any security listed, or approved fisting
upon notice of issuance, on-the NevorK stock-ex

changethe American-stock-exchange,asecurities ex
changede3|gnated by rule of thﬂawsmn—any—seeuﬁy

Bsuaneea&arnanenaLman@ystem—seem%y—by—thena
tional-association-of securities-dealeirs;., subject to
rulesthatthe division may promulgate under this subsec
tion; any security of theame issuer which is of senior or
substantiallyequal rank to theecurity listed, designated

_3_

trol of the issuer or controlled by the issuer or under-com
moncontrol with the issuer at a price reasonably related
to the current market price_if any tife following condi
tionsare met

SecTion 19. 551.23 (3) (a) of the statutes is amended
to read:

551.233) (a) Theissuer has any securities registered
undersection 12 of the-securities-exchangeSerturities
ExchangeAct of 1934 or exempted from registration by
sectionl2 (g) (2) (G) or 12 (g) (3) of that act, or the issuer
is an investment company registered under-the-invest
mentcompanyactinvestment Company Adf 1940;-or
SecTioN 20. 551.23 (3) (b) of the statutes is amended
toread:

551.23(3) (b) Securities ofhe same class have been
registeredunder this chapter undarregistration state
ment becoming dective within 2 years preceding the
saleand the registration has not been revoked or sus
pendedpr.

SecTioN 21. 551.23 (3) (c) of the statutes is amended
to read:

551.23(3) (c) Securities ofhe same class have been
registeredunder the-securitiesct Securities Acbf 1933
andthere is filed withthe division prior to any &r or
salea notice of the proposed sale, other informatiches
division by rulerequires and any additional information
requiredunder s. 551.26), and the division does not by
order disallow the exemption within 10 days after the
dateof filing the notice arif additional information is re
quiredunder s. 551.24 (6), within 10 days after the date
of filing that information;-or

SecTioN 22. 551.23 (8) (b) and (c) of the statutes are
amendedo read:

551.23(8) (b) A bank, savings institution, savings
bank,credit union, trust companinsurey broker—dealer
investmentadvisey federal covered adviser savings
andloan association, if the purchasemprospective pur
chaseris actingfor itself or as trustee with investment
control.

(c) Aninvestment company as defined uritetJSC
80a—3or a pension or profit—sharing trust, except that an
offer or sale of a security to a pension or profit—sharing

notice oftrustor to an individual retirement plaimcluding a self-

employedndividual retiremenplan, is not exempt under
this paragraph unless the trust or plan is administered by
a bank, savings institution, savingsnk, credit union,
trustcompanyinsurey broker—dealelinvestment advis

er, federal covered adviser savings and loan associa

or approved for listing or designation; any security called tion that has investment control.

for by subscription rights or warrants so listagproved

SecTioN 23. 551.23(16) of the statutes is amended

or designated; or any warrant or right to purchase or sub to read:

scribeto any of the foregoing.

SectTioN 18. 551.23 (3)(intro.) of the statutes is
amendedo read:

551.233) (intro.) Any sale of any outstanding seeuri
ty by oronbehalf of a person not the issuer and not in con

551.23(16) Any offer, but not a sale, of a security for
whichregistration statements have been filed ubdgn
this chapter and the-securities &etcurities Acof 1933
if no stop order or denial order is ifieet and ngroceed
ing is pending under either law
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SecTioN 24. 551.23 (19) (a) of the statutes is
amendedo read:

551.23(19) (a) Any offer or sale of securities made
in reliance on the-exemptioresxemptionprovided by
Rule505-or-5060f Regulation D under the-securities act
SecuritiesAct of 1933 and the conditions addfinitions
providedby Rules 501 to 503 thereundiithe ofer or
salealso satisfies the additional conditions and limita
tionsin pars. (b) to (f).

SectioN 25. 551.23 (19) (b) of the statutes is
amendedo read:

551.23(19) (b) No commission or otheemunera
tion may be paid or giverdirectly or indirectlyto any
personfor soliciting or selling to any person in this state
in reliance on the exemption under.{aj), except to bro
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551.25(2) (b) If the division by rule or otherwise-re
quires,a copy of the articles of incorporation and bylaws
or their substantial equivalentsirrently in efiect, a copy
of any agreements with or among underwritarsppy of
any indenture or other instrument governing the issuance
of the security to be registered, and a specimen or copy
of the security;

SecTion 31. 551.25 (2) (c) of the statutes is amended
toread:

551.25(2) (c) If the division requires, any other-in
formation,or copies of any documents, filed undergbe
curitiesactSecurities Acbf 1933;-and

SecTioN 32. 551.29 of the statutes is created to read:

551.29 Federal covered securities. (1) With re-
spectto a federal covered security that is a covered-secu

ker—dealersand agents licensed in this state or exempt rity under section 18 (b) (2) of the Securities Act of 1933,

from licensure under s. 551.31 (1)

SecTioN 26. 551.23 (19) (d) of the statutes is
amendedo read:

551.23(19) (d) Not later tharhe earlier of the date
onwhich the first use of anfefring document or thfirst
saleis made in this state in reliance the exemption un
derpar (a), there is filed with the divisiomnotice com
prised of offering material in compliance with the-re
quirementsof Rule 502 of Regulation D under the
securitiesactSecurities Acof 1933,a completed Form
D as prescribed by Rule 503 of Regulation D urider
securities-acBecurities Acof 1933, and a fee &?200.
Material amendments to thefefing document shall be
filed with the division not later than the date of their first
usein this state.

SecTioN 27. 551.25 (1) of the statutes is amentted
read:

551.251) Registration by coordination may be used
for any security for which aegistration statement has
beenfiled under the-securities-a8ecurities Acof 1933
in connection with the samefefing and has ndiecome
effective.

SecTioN 28. 551.25 (2)(intro.) of the statutes is
amendedo read:

551.25(2) (intro.) A registration statement under
this section shall contain all dfie following information
andbe accompanied by the following documents in-addi
tion to the information specified in s. 551.¢Z) and the
consento service of process required by s. 551.65 (1):

thedivision may by rule or orderequire the filing of any
of the following:

(a) Not later than the initiadffer of the federal cov
eredsecurityin this state, a copy of each document that
is part of its registration statement filed with the federal
securitiesandexchange commission under the Securities
Act of 1933, which mayat the option of the issydre ae
companiedy aform containing the information speci
fied by the division by rule. If a filing is required under
this paragraph, the filing shall be accompanied by a con
sentto service of process signedthg issuer and a notice
filing fee under s. 551.5@) (a). Any notice filing re
quiredunder this paragraph efective upon receipt by
thedivision of the documents and fees required under this
paragraphor upon the déctiveness of the registration
statementinder the Securities Act of 1933, whichever is
later.

(b) After the initial ofer of a federal covered security
in this state, a copy of each document that is paanof
amendmento its registration statement filed withe
federalsecurities and exchangemmission under the
SecuritiesAct of 1933, concurrent with the federal filing,
which may at the option of the issydre accompanied by
aform containing thénformation specified by the divi
sionby rule. Ifa filing is required under this paragraph
andthe amendment relates either to a name change of the
issuer,or a change in the designation of the federat cov
eredsecurity the filing shall beaccompanied by a fee in
theamount prescribed by the rule or order requiring the

SecTioN 29. 551.25 (2) (a) of the statutes is amended filing. Unless the issuer requeatkater diective date, an

to read:

551.25(2) (a) Three copies of the latest form of pro
spectudfiled under the-securities-aBecurities Actof
1933;

amendmentiling required under this paragraph iseef
tive upon receipt by the division of the documents and
feesrequired under this paragraph.

(c) For a unit investment trust or closed—end invest

SecTioN 30. 551.25 (2) (b) of the statutes is amended mentcompany to extend itsfefing beyond a one-year

to read:

period,a noticeof extension, together with any filing fee
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prescribedy rule or orderat the time prescribed by rule SecTion 33. Subchapter Il (title) of chapter 551

or order [precede$51.31] of the statutes is amended to read:
(1m) If the division promulgates rules under s(ih. CHAPTER 551

(c) for unit investment trusts or closed—end investment SUBCHAPTER Il

companiesthe division shalkestate in those rules the LICENSING-OFAND NOTICE FILING

statutoryannual reporting and fee requirements Hrat PROCEDURESBROKER-DEALERS,

applicableto an open—-end management compang or AGENTS-AND, INVESTMENT ADVISERS AND

faceamountcertificate company under s. 551.52 (1) (b) INVESTMENT ADVISER REPRESENATIVES

2. SecTioN 34. 551.31 (title) of the statutes is amended
(2) With respect to éederal covered security thatis  tg read:

acovered security under section 18 (b) (4) (D) of the Se 551 31 (title) Licensing requirement and notice
curitiesAct of 1933, the division mayy rule or order filing requirements

requirethe issuer to file a notice consisting of a com SecTion 35.551.31 (1) of the statutes is repealed and
pletedForm Das prescribed by Rule 503 of Regulation yecreatedo read:
D under the Securities Act of 1933, sigrigdthe issuer 551.31(1) Unless exempt from licensing under this

notlater than 15 days after the fisgtle of the federal cev  gpsectionit is unlawful for any person to transact busi
eredsec.urltym this state. Any_ﬂlmg rquwed under this  hasgn this state as a broker—deal@less licensed under
subsectiorshall be accompanied lyfee in the amount  his chapter as a broker-dealdsnless exempt from-i
prescribed by the rule or order requiring the filing. The cenginginder thissubsection, it is unlawful for any per
filing shallbe efective upon receipt by the division of the sonto transact business in this state aagent unless-i

filing and the fee. censedunder this chapter as an agent. All of the

(3) With respect to &derall covered security that is following persons are exempt from licensing under this
acovered security under section 18 (8) or (4) of the subsection:

SecuritiesAct of 1933, the division mayy rule or order (c) A person who representbroker—dealer in ef

re_qu!rethe filing, for purpog@f pFOV'd'”g hotice to the_ fectingtransactions, if the person meets the requirements
division, of any document filed with the federal securities undersection 15h) (2) of the Securities Exchange Act
andexchange commission under the the Securities Act of : L ge 7
1933 together with a fee prescribed in or order of 1934 and the persafransactions in this state are-lim

+10g€ . presc N ited to thosetransactions described in section 15 (h) (3)
Thefiling is effective upon receipt by the division of the "

: of the Securities Exchange Act of 1934.
documentsand fee required under the rule or order Secrion 36. 551.31 (1m) of the statutesrisnum
(4) To the extent not prohibited by federal Jafsthe bereds51 31 (1') @ ;amd amended to read:

issuer of gederal covered security does not pay a fee re . .
quiredunder this chapter with respect to that security and 551.31(1) (@) A person who éécts transactions in

the nonpayment or underpayment of that fee has not beeﬁhis state exclusively for the account pf or_exclusively in
remedied within 10 days of receipt by the issuer of a writ °ffersto sell or sales to persons specified.i851.23 (8)

tenor electronically transmitted notification from the di (a)to () is-notrequired-to-be-licensed under thapter
vision, the federal covered security may not Herefd or asa broker=dealeror a.gent . .
soldin this state unless it is registered under this chapter (2 A person who gives a group presentation relating

or qualifies for an exemption from registration under s. 10 @n issuer or the securities of an issuex ateeting or
551.220r 551.23. seminarsponsored by broker—dealer licensed under this

(5) The division may issue an order suspendifigrsf ~ Chapteris-notrequired-tbe licensed-under this-chapter
andsales of a federal covered security in this state, excep@San-agentif the person makes no solicitationsecs or
afederal covered security under section 18 (b) (thef salesof the issués securities on an individual basis with
SecuritiesAct of 1933, if the order is ithe public interest ~ anyperson in thistate and if the person does not in any
andthe division has reason to believe that there has beerPtherway transact business in this state as an agent.

afailure to comply with this section or a rule or order is SecTioN 37. 551.31(2) (a) of the statutes is renum
suedunder this section. Thdivision may issue an order ~bered551.31 (2) (a) (intro.) and amended to read:
suspending éérs and sales of a federlveredsecurity 551.31(2) (@) (intro.) It is unlawful for any broker—

in this state if the order is in the public interest and the di dealeror issuer to employ an agent to represeintthis
vision has reason to believe that the security is being orstateunless-that least one of the following conditions is
hasbeen offered or sold in this state in violation of s. met:

551.41. 1. Theagent is licensed for thatoker—dealer or issu
(6) The division mayby rule or orderwaive anyre- erin this state, the
quirementunder thissection or under rules promulgated, 2. Theagent iexcludedexemptedrom the licensing

or orders issued, under this section. requiremenunder sub—{1m)-orthd).
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3. Theagent is not required under sub. (7) to obtain to act as an investment adviser representatitids state,

a separate license to represent that issuer unlessthe investment adviser representative either is li
SecTioN 38.551.31 (2) (d) of the statutes is amended censedn this state or is a person described under sub.
to read: (3m) (a), (b) or (c).

551.31(2) (d) When an agent who is required to be (c) 1. When an investment adviser representditive
licensedunder sub. (1jerminates employment with a censedn this state employed by an investment adviser
broker—dealeor issuer or terminates thosactivities who is required to béicensed under this chapter termi
which make that individual an agent, or transfers em nateshis or her employment, thevestment adviser shall
ploymentbetween licensed broker—dealers, the agent, promptly file a notice with the division in accordance
the broker—dealer or the issuer shall promptly fileotice with rules promulgated by the division.

in accordance with rules adopted by the division. 2. When an investmerdadviser representative- li
SecTion 39.551.31 (3) of the statutes is repealed and censedn this state employed by a federal covered adviser
recreatedo read: terminatedis or her employment, the investment adviser

551.31(3) Unless exempt from licensing under this representativehall promptly file a noticavith the divi
subsectionit is unlawful for a person to transdmisiness  sionin accordance witlhules promulgated by the divi
in this state as an investment adviser unless licensed unsion.

der this chapter as an investmadviser All of the fol- SecTioN 41. 551.31 (4m) of the statutes is creatied
lowing persons are exempt from licensing under this sub read:
section: 551.31(4m) It is unlawful for any federal covered
(a) A person who is licensed as a broker—dealer underadviserto transact investment advisory businesthis
this chapter stateunless one of the following conditions is met:
(b) A person whose only clients in this state are per (a) The federal covered advisgponly clients who are
sonsdescribed under s. 551.23 (8) (a) to (f). residentf this state are described under s. 551.23 (8) (a)

(c) A person who has no place of busiriaghis state to (f).
and,during the preceding 12—-month period, has not had  (b) The federal covered adviser has no place of busi
morethan 5 clients who amesidents of this state, exelu  nessin this state, and, during the preceding 12—-month pe
sive of clients described under s. 551.23 (8) (a) to (f).  riod, the adviser has nbtad more than 5 clients who are

SectioN 39m. 551.31 (3m)of the statutes is created residentof this state, exclusive of clients described un
to read: der s. 551.23 (8) (a) to (f).

551.31(3m) Unless exempfrom licensing under (c) The federal covered adviser has compliith
this subsection , it is unlawful for a person to transact the notice filing provisions under s. 551.32 (1m).
businesgn this stateas an investment adviser representa SecTioN 42. 551.32 (title) of the statutes is amended
tive for an investmenadviser unless licensed under this to read:

chapteras an investment adviser representatifé.of 551.32 (title) Licensing and notice filing proce-

the following persons are exempt from licensimgder dure.

this subsection: SecTioN 43.551.32 (1) (a) of the statutes is amended
(a) A person who is licensed as an agent under thisto read:

chapter. 551.32(1) (a) A broker—dealeagent-grinvestment
(b) A person whose only clients in this state are per adviseror investment adviser representatmay obtain

sonsdescribed under s. 551.23 (8) (a) to (f). aninitial or renewalicense by filing with the division, or

(c) A person who has no place of busiriaghis state anorganization which the division by rule designates, an
and,during the preceding 12—-month period, has not had applicationtogether with a consent to service of process
morethan 5 clients who amesidents of this state, exelu  unders. 551.65 (1).

sive of clients described under s. 551.23 (8) (a) to (f). SecTioN 44.551.32 (1) (b) of the statutes is amended
SecTioN 40.551.31 (4) of the statutes is repealed and to read:
recreatedo read: 551.321) (b) An application under pdi) shall con

551.31(4) (a) It is unlawful for any investment advis  tain whatever information the division by rule requires
er who is requiredo be licensed under this chapter to concerning the applicastform and place of ganiza-
employan investment adviser representative to representtion, proposed method of doing business and financial
the investment adviser in this state, untbssnvestment condition,the qualifications and-experienioasiness his
adviserrepresentative either is licensed for that invest tory of the applicant, including, in the casia broker—
mentadviser in this state or is a person described underdealeror investmenadvisey the qualifications and-expe
sub.(3m) (a), (b) or (c). riencebusiness historgf any partnerofficer, director or

(b) It is unlawful for any person having a plagie any person occupyirg@similar status or performing stm
businesdocated in this stateho is employed or super ilar functionsor anycontrolling person, any injunction or
visedby, or is associated with, a federal covered adviser administrativeorder or conviction of a misdemeanor
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involving securities and any conviction of a felpand
any other matters which the division determinesrale
vantto theapplication. The division may by rule or order
require an applicant for an initial license to publish an an
nouncemendf the application in one or more specified
newspaperpublished in this state.

SecTioN 45. 551.32(1) (d) of the statutes is renum
bered551.32 (1s) and amended to read:

551.32(1s) The division shall cooperate witther
securitiesadministrators and regulatory authorities to
simplify and coordinate license application, nofitiag
andrenewal procedures.

SecTioN 46. 551.32 (1m) of the statutes is creaied
read:

551.32(1m) (a) If requiredunder s. 551.31 (4m), a
federalcovered adviser shall file with the division a no
tice filing together with the fee prescribed undess1.52
(2). Thenotice filing shall consist either of a notice filing
form prescribed by the division by rule ocapy of those
documentghat have been filed with the federal securities
andexchange commission as the divisionsblg or of
der,may require.

(b) An initial notice filing is effective upon receipt by
thedivision of the documents and fee required in (@r
A renewalnotice filing is efective upon the expiration
undersub. (8) (a) of the prior notice filing, or upon receipt

_7_

SecTioN 49. 551.32 (5) and (6) of the statutes are re
pealedand recreated to read:

551.32(5) The division mayby rule or orderestab
lish a minimum net capital requirement for licensed bro
ker—dealerssubject to the limitations of section 15té
SecuritiesExchange Act of 1934 and may establish a
minimum net capital requirement for licensed invest
mentadvisers, subject to the limitations of section 222 of
the Investment Advisers Act of 1940.

(6) The division mayby rule or orderrequire I
censedroker—dealers and investment advisers who have
custodyof or discretionary authority over client funds or
securitieso post bonds in amounts as the division may
prescribeby rule or order subject to the limitations of
section15 ofthe Securities Exchange Act of 1934 for
broker—dealerand section 222 of the Investment Advis
ersAct of 1940 for investment advisers, and naayer
mine the conditions of the bonds. No bond may be re
quired of any licensee whose neéapital exceeds the
amountprescribedy rule or order of the division. Every
bondrequired by rules promulgatethder this subsec
tion shall provide for suibn the bond by any person who
hasa cause of action under s. 551.59 and, if the division
by rule ororder requires, by any person who has a cause
of action not arising under this chaptévery bond re
quired byrulespromulgated under this subsection shall

by the division of the documents and fee required under providethat no suit may be maintained to enforce any li

par.(a), whichever is later
(c) To the extent not prohibited by federal Janfed
eralcovered advisefor whom a nonpayment or uneer

ability on the bond unless the suitiought within the
time limitations of s. 551.59 (5).
SecTion 50. 551.32(8) of the statutes is created to

paymentof any required fee to the division has not been read:

remediedwithin 10 days of the receipt by the advieér
written notification from the division of theonpayment

551.32(8)(a) Every license or notice filing under this
sectionexpires on December 31 unless one of the fellow

or underpayment, shall either become licensed or qualify ing occurs:

for an exclusion or exemption from licensure. The-writ
tennotification by the division under this paragraph may
be transmitted electronically

SecTioN 47. 551.32 (3) of the statutes is amentted
read:

551.32(3) A licensed broker—dealer or investment
advisermay file an application for licensing of a succes
sor,and a federal covered adviser may file a notice filing
for a successpwhether or not theuccessor is then in-ex
istencefor the unexpired portion of the yearhere shall
beno filing fee.

SecTioN 48. 551.32 (4) of the statutes is amentted
read:

551.32(4) The division may byule prescribe stan
dardsof qualification with respect to training, experience

1. The license or notice filing is renewed.

2. The license or notice filing is limited or extended
for not more than 6 months, and the licensee or notice fil
erpays a fee, adjusted proportionately by the division by
rule or order

3. The division specifies a dérent expiration date
by rule or order

(b) No license or notice filing under this section is ef
fective afterits expiration. The expiration of a license or
noticefiling for which a renewal application has not been
filed constitutes an application for withdrawal under sub.
(9).

SecTioN 51. 551.32 (9) (b)f the statutes is created
toread:

551.32(9) (b) Termination of a notice filing under s.

andknowledge of the securities business and provide for551.32(1m) is efective upon receipt by the division of

anexamination, which may be written or oral or bath,

betaken by any class of or all applicants;-as-well-as per

sonswho-represent-orwillrepresent-an-investment-advis
er, and the division may by order requireeatamination

of a licensed broker—deajexgent-arinvestmentdviser

or investment adviser representatfee due cause.

written notification of termination.

SecTioN 52. 551.33 (1) of the statutes is amentizd
read:

551.33(1) Every licensed broker—dealegentand
investmentadviser shall makand keep all accounts, eor
respondencememoranda, papers, books and other
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recordswhich the division-byule prescribes by rule or
order,subject to the limitations of section 15 of the Secu
rities Exchange Act of 1934 for broker—dealers and sec
tion 222 ofthe Investment Advisers Act of 1940 for
investmentadvisers All records required shall e

servedfor %wm%mw#&pp%enbes

it periodpre-
scribedby the division by rule or ordelAll required re
cordsshall-be kept within-this-state shal| at the request
of the division, be made available at any time d&r
aminationby the division either in the principalfiafe of
thelicensee or by production of exact copies theneof
this state.

SecTioN 53. 551.33 (2) of the statutes is amentted
read:

551.33(2) Every licensed broker—dealer and invest
mentadviser shall file such reports as the division-by rule
prescribesy rule or ordersubject to the limitations of
section15 of the Securities Exchange Act of 1934 for
broker—dealerand section 222 of the Investment Advis
ersAct of 1940 for investment advisers

SecTioN 54. 551.33 (3) of the statutes is amentted
read:

551.33(3) If the information contained in any ap
plicationfor alicense or other document filed with the di
vision or an oganization designated under s. 551.32 (1)
(a)is or becomes inaccurate or incomplete in any materi
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broker—dealepr investment adviser or toake the in
formationavailable toone of the ayanizations specified
in this subsection, or except whealled as a witness in
any criminal or civil proceeding.

SecTioNn 56. 551.33(8) of the statutes is created to
read:

551.33(8) With respect to investment advisers, the
division may, by rule or orderrequire that certain in
formationbe furnished or disseminated as necessary or
appropriatén the public interest or for the protection of
investorsand advisory clientslf the division promul
gatesrules or issuesrders under this subsection requir
ing that information be furnished or disseminated dihe
vision may in its discretion, permit investment advisers
to satisfyrequirement®f these rules or orders in whole
or in part by furnishing clients or prospective clients in
formationthat would satisfy the requirements of the
vestment Advisers Act of 1940.

SecTioN 57.551.34 (1) (b) of the statutes is amended
to read:

551.34(1) (b) Has wilfully violated or wilfully failed
to comply with any provision of this chapter a prede
cessotaw or the-securities-a8ecurities Acof 1933,the

securities-exchange-dsecurities Exchange Aof 1934,
the investment-advisers-akitvestment Advisers Aatf

1940,the-investment comparmctinvestment Company
Act of 1940, or any rule under any of such statutesgr

al respect, the licensee filing the application or document orderthereunder of which he or she has notice;

shallpromptly filea correcting amendment, except that
afederal covered adviser shall file a correcting amend
mentwhen it is required to be filed with the securities and
exchangeommissionunless notification of the correc
tion has been given under s. 551.32 (9) (a)

SecTioN 55. 551.33 (4) of the statutes is amentizd
read:

551.33(4) The division shall make periodic -€x
aminationswithin or without this state, of tHausiness
andrecords of each licensed broker—dealer imnwest
mentadviser at such times and in such scope as the divi

SecTioN 58. 551.34 (1) (f) of the statutesasnended
toread:

551.34(1) (f) Is the subjeobf an order entered within
the past 5 years hiliesecurities administrator of any eth
er stateor by the securities and exchange commissien de
nying, suspending or revoking the persorégistration
or license as a broker—dealagentoy, investment advis
er or federal covered adviser is the subject of an order
of the securities and exchange commission or of a securi
tiesexchange or association registered under-the-securi
tiesexchange-ac®ecurities Exchange Aof 1934 sus

siondetermines. The examinations may be made withoutpending or expelling such person from a securities

prior notice to the broker—dealer investment adviser
The expense reasonably attributable to any such ex
aminationshall be paid by the broker—dealer or invest

exchanger association or forbidding the association
affiliation of the person with a broker—dealer or invest
mentadvisey or is the subject of a U.S. postarvice

mentadviser whose business is examined, but the ex fraudorder The divisionmay not institute a revocation
penseso payable shall not exceed an amount which theor suspension proceeding under this paragraph thane

division by ruleprescribes. For the purpose of avoiding
unnecessarguplication ofexaminations, the division,

insofaras it is practicable in administering this subsec
tion, may cooperate with securities administrators of oth

oneyearfrom the date of the order relied on, and the-divi
sionmay not enter an order under tharagraph on the
basisof an order under another state lanfederal law
unlessthe ordewas based on facts which would current

er states, thesecurities and exchange commission, and ly constitute a ground for an order under this section;

any national securities exchange or national securities

SecTioN 59. 551.34 (5) of the statutes is amentted

associatiorregistered under the-securities-exchange actread:

SecuritiesExchange Acof 1934. The division shall not
makepublic the information obtained in the course of ex
aminationsexcept wherthe divisions duty under this
chapterrequires the division to take action regardamy

551.34(5) If the division finds that any licensee or
applicantis no longer in existence or hesased to do
businesss a broker—dealesigent-arinvestment adviser
or investmentdviser representativer is subject to an
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adjudicationof mental incompetena# to the control of
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issuedby an open—end management company or a face

a committee, conservator or guardian, or cannot be lo amountcertificate companyas defined in the-investment
catedafter reasonable search, the division may on ordercompanyactinvestment Company Adf 1940, and the
issuedsummarily revoke the license or deny the applica applicant shall pay the fee under.qa). Theregistrant

tion.

alsoshall, within 60 days after the end of each fiscal year

SecTioN 60. 551.34 (6) of the statutes is renumbered during which itsregistration statement isfe€tive and

551.32(9) (a) and amended to read:

551.32(9) (a) Wthdrawal from the status of & li
censedroker—dealeragent-arinvestment adviser or4n
vestmentadviser representativieecomes dééctive 30
daysafter receipt by the division or by anganization
designatedby rule of the division under s. 551.32 (&)
of an application to withdraw or within such shorter peri

within 60 days after the registration is terminated,dile
reporton a form prescribed by rule of the division in
whieh. The form shall requirthe registrant-does-ahy
do oneof the following:
a. -ElectElectnot toreporincludethe information
undersubd.2. 1. b.and instead-paysaya fee of $1,500.
b. ReportsReportthe amount of securities sold to

od as the division determines, unless a revocation er sus personsn this state during the preceding fiscal year or

pensionproceeding is pending whehe application is
filed or a proceeding to revoke or suspendo impose
conditionsupon the withdrawal is instituted within 30
daysafter the application is filed. If a proceeding is pend
ing or instituted, withdrawal becomedesitive at such

time and upon such conditions as the division by order

determines.If no proceeding is pending or institutaod
withdrawal automatically becomes fettive, thedivi-

if the registration is terminated, during the portion of the
precedingdfiscal yearduring which the registration was
effective, and ppayspay a fee of 0.05% of the dollar
amountof the securitiesold to persons in this state, but
notless than $150 nor more than $1,500.

SecTIoN 64.551.52 (1) (b) 2. of the statutesigated
to read:

551.52(1) (b) 2. An indefinite amount of securities

sionmay institutea revocation or suspension proceeding is eligible for ofer and sale in this state resulting from a

for the grounds specified undgrb. (1) (b), (g), (M) or (n)
within one year after withdrawal becaméeefive and

noticefiling under s. 551.29 (1) (a) for the initiaffef of
afederal covered security under section 18 (b) (2hef

entera revocation or suspension order as of the last dateSecuritiesAct of 1933, if the filing party has notified the

onwhich the license was infett.

SecTioN 61. 551.44 of the statutds amended to
read:

551.44 Advisory activities. It is unlawful for any
persorwho receivesiny consideration from another per

division of the issués fiscal yearand the filing party
paysthe fee under pata). The filing party shall also,
within 90 days after the end of each fiscal year following
thefiling under s. 551.29 (1) (a), and within 90 days after
salesin this state have terminated, file a report to allow

sonprimarily for advising the other person as to the value the division to determine that the amount of the faél
of securities or their purchase or sale, whether throughis correct. The report shall be orfaam prescribed by

theissuance of analyses m@ports or otherwise, in this

rule of the division andhall require the filing party to do

stateto employ any device, scheme or artifice to defraud oneof the following:

the other person; aengage in any act, practice or course

a. Elect not to include the information under subd. 2.

of business which operates or would operate as a fraud ob. and instead pay a fee of $1,500.

deceitupon the other person;-ortake-or-have-custddy

b. Report theamount of securities sold to persons in

anysecurities-or-funds-of-any-client-unless-the-adviser is this stateduring the preceding fiscal year frsales have

licensedas-a-broker—dealer-under-this-chapiéne divi

terminated,during theportion of the preceding fiscal

sionmay adopt rules defining the terms used in this sec year during which sales were made, and pay a fee of

tion.

0.05%of the dollar amount of the securities sold to- per

SecTioN 62.551.52 (1) (a) of the statutes is amended sonsin this state, but not less than $150 nor nthen

to read:

551.52(1) (a) There shall be a filing fad $750 for
every registration statemerfiled under s. 551.25 or
551.26 andfor every notice filing under s. 551.29 (1).(a)
Whenlf a registratiorstatement is denied or withdrawn
beforethe efective date or a pre-fefictive stop order is
enteredunder s. 551.28, or a notice filing is withdrawn,
thefiling fee shall be retained.

SecTioN 63. 551.52(1) (b) of the statutes is renum
bered551.52 (1) (b) 1. and amended to read:

551.52(1) (b) 1. An indefinite amount of securities
shallbe registered for &dr and sale in this stateder a
registrationstatement relatingp redeemable securities

$1,500.

SecTIoN 65. 551.52 (2) of the statutes is amentizd
read:

551.52(2) Every applicant for an initial aenewal
licenseunder s. 551.32 shall pay a filing fee@00 in the
caseof a broker—dealepr investment advisend$30 in
the case of an agentpresenting a broker—dealer or issu
er or a-person-representigg investment adviseand
$200in-the case-of an-investment adviggresentative.
Everyfederal covered adviser in this state that is required
to make a notice filing under s. 551.32 (1m) shall pay an
initial or renewal natice filing fee of $200A broker—
dealeror, investment adviseor federal covered adviser
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maintaininga branch dice within this state shall pay an  AdvisersAct of 1940, thelivision may by rule or order
additionalfiling fee of $30 for each brandffice. When prescribehe form and content of financial statements re
anapplicationis deniedpr an application or a notice-fil  quired under this chaptethe circumstances under which

ing is withdrawn, the filing fee shall be retained. consolidatedfinancial statements shall be filed, and
SECTION 66.551.53 (1) (b) of the statutes is amended whetherany required financial statements shall be certi
to read: fied by independent or certified public accountants. All

551.53(1) (b) That has not been filedth the divi financial statements shall be prepared in accordance with

sionnot later than the date ptiblication or circulation,  generallyaccepted accounting practices unlatserwise
exceptfor advertising relating to federal covered seeu  permittedby rule or order

rity or exceptas the division magtherwise provide by SecTioN 69. 551.64 (2) and (3) of the statutes are
rule or order amendedo read:

SEcTiON 67. 551.55 of the statutds amended to 551.64(2) The division shall keep a register ofliall
read: censesnoticefilings and registration statements which

551.55 Unlawful representations. Neither the fact  5re0r have evebeen dective under this chapter and pre
thata notice filing registration statement or an applica  gecessotawsand all denial, suspension andrevoca
tion for a license has been filed nor the fact tt&@irity  tjon orderswhich have been entered under this chapter

is effectively registered or a person is licensed CO”StitUtesandpredecessor laws. The register shatbjaen for pub
afinding by the divisiorthat any document filed under |- inspection.

this chapter is true, complete and not misleading. Neither (3) The information contained in or filed with any

anysuch fact nor the fact that an exemption or exception o qistrationstatement, notice filingapplication or report
is available for a security or a transaction means that the

division h di h - i shallbe made available to the public in accordance with
ivision has passed in any way upon the merits or qualifi rulesadopted by the division.

cationsof, or recommended or given approval to, any SecTion 70. 551.65 (1) of the statutes is amented

persongsecurity or transactiont is unlawful to make, or

X read:
causeto be made, to any prospective purchasgtomer . . . .
. A o 1.65(1) Ev licant for licen r registration
or client any representation inconsisteiith the forege 551.6X1) Every applicant for license or registratio

underthis chapterevery person filing a filing notice tin
g derthis chapteand every issuer which proposes tieof
SecTION 68. 551.63 (1), (2) and (3) of the statutes are T :
i asecurity in this state through any person acting as agent
amendedo read: . . L . ) :
shallfile with the division orif applying for a license,

551.63(1) The division may make, amend and re . I . o
scindany rules, forms and orders that are necessary toW|th the oganization designated by the division under s.

carryout this chaptetincluding rules and formgovern 551.32(1) (a), an irrevocable consent appointing the di
ing registration statements, notice filinggmplications visionto be his or her attorney to receive service of any

andreports, and defining any terms, whether orusetd lawful process in any noncriminal suit, action or proeeed
in this chapterinsofar as the definitiorare not inconsis N9 @gainst him or her or a successecutor or admin

tentwith this chapter or federal statutes or regulations 'Stratorwhich arises under this chapter or any rulerer
For the purpose of rules afiorms, the division may clas der under this chapter after the consent has been filed,

sify securities, persons and matters within the division’ With the same validity as if served personally on the per
jurisdiction,and prescribe direntrequirements for ¢if ~ Sonfiling the consent. The consent shallib¢he form
ferentclasses. Rules shall be made patlished in ac thedivision by ruleprescribes. The consent need not be
cordancewith ch. 227. filed by a person who has filed a consent@mnection

(2) No rule, form or order may be made, amended or With & previous registration_or notid#ing or license
rescindecunless the division finds that the action is-nec Whichis then in efect. Service may be made by leaving
essaryor appropriate in theublic interest and for the ~ acopy of the process at thefioé of the division, but it
protectionof investors. In prescribing rules and forms is not efective unless the plaintjffwho may be the divi
the division may cooperate with the securitaminis sion ina suit, action or proceeding instituted by the-divi
tratorsof other states and the securities amdhange  sion,promptlysends notice of the service and a copy of
commissiorwith a view to achieving maximum unifor ~ the process by registered or certified mail to tieden
mity in the form and content of registration statements, dantor respondent at the persetast address on file with

noticefilings, applications and reports whereyeactt the division, and the plaintifs afidavit of compliance
cable. with this subsection is filed in the case on or before the

(3) Fhe Subject to section 15 of the Securities Ex returnday of the process, or within such time as the court
changeAct of 1934 and section 222 of the Investment allows.




